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STOCK PURCHASE AGREEMENT 

AN AGREEMENT among SKINNER CORPORATION, a 

tion, and NELL AGNES CODY, the Estate of MARY 

LARSON, PATRICIA McCANN McAULIFFE, EARL 

E. RICHMOND 1 HOt-TARO E. RICHMOND, JR. , POLI,Y POE 

POLLY POE RICID·!OND, VOLNEY RICIDiOND JR. , VOUi'EY 

I, TRUMJ!...N SAGE, UNIT & COMPJI.NY, and PHYLLIS R. YAW 
1 

with respect to the facts set forth in Article II 

N I T N E S S E T H : ----------
For and in consideration of the covenants and promises 

bet~~ set forth, the parties he~eto agree as follows: 

ARTICLE I. Definitions 

As used in this Agreement (unless otherwise specifically 

provided), the following terms shall have the respective meanings 

herein set forth: 

1.01 AC. "AC" shall mean Alaska Commercial Company, a 

Delaware corporation. 

1. 0 2 Al pac. "Alpac" sh<ill mean Alpac Corporation, a 

Nevada corporation. 

1.03 Agent. "Agent" shall mean Volney Richmond Jr., 

Who shall have the functions and authority set forth in Section 

XI hereof. 

SC-EPA000230 
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Caterpillar. "Caterpillar" shall mean Caterpillar 

california corporation. 

closing Date. "Closing Date" shall mean the date 

in Article X hereof upon which the purchase and 

by the parties to this Agreement shall be con-

1.06 Common Stock. "Common Stock" shall mean the 

share, of Northern Commercial 

~C~l~r a Delaware corporation, of which 35,000 shares are 

authorized, 20,528 shares are issued and outstanding to stock

hOlders and 7,025 shares are held in treasury. 

1.07 Control. "Control" shall mean ow~ership, record 

or beneficial, of at least 51% of the voting capital stock of any 

corporation. 

l.OB Exhibit. "Exhibit" shall mean any one of the 

exhibits attached to this Ag.reement, as determined by the ref-

erence thereto, each of which is incorporated herein by such 

reference. 

1.09 Financial Statements. "Financial Statements" 

shall mean (a) the Balance Sheet of Northern Commercial Company 

(including the notes thereto} as at December 31, 1975 audited 

by Price Haterhouse & Co. and (b) the Statement of Earnings of 

Northern Commercial Company for the twelve month period ended 

December 31, 1975 audited by Price Waterhouse & Co. 

1.10 Holders. "Holders" shall mean owners of record 

of the Common Stock as of the Closing Date. 

SC-EPA000231 
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1.11 Letter of Intent. "Letter of Intent" shall mean 

tter dated December 1, 1976 from Skinner Corporation to 

Richmond Jr. expressing the intent of Skinner Corporation 

an offer to purchase the Common Stock from the Holders 

Closing Date upon specified terms and conditions. 

1.12 Material. "Material" or "Materially" shall mean 

or refer to importance or significance aggregating $50,000 or 

··more in amount. 

1.13 Material Contract. "Material Contract" shall 

mean any contract, agreement, commitment, indenture, instr~ent 

lease, mortgage, loan or note agreement or undertaking of any 

nature, written or oral, of Northern Commercial Company, whether 

in the ordinary course of business or not, which involves con

sequences upon failure of performance or breach to, future pay

ments by, or performance of services or delivery of goods or 

materials to or by, Northern Commercial Company of an aggregate 

amount or value in excess of $50,000. 

1.14 ~tc. "NC" shall mean Northern Commercial Company, 

a Delaware corporation. 

1.15 NC-Fabick. "NC Fabick" shall mean the joint 

venture between NC and John Fabick Tractor Co., pursuant to a 

Joint Venture Agreement dated October 28, 1974, as amended. 

1.16 NC Ltd. "NC Ltd" shall mean Northern Commercial 

Company Limited, a corporation organized under the laws of the 

Yukon Territory, Canada. 

SC-EPA000232 
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• 
NC Machinery. "NC Machinery" shall mean the 

l 

which conducts NC's business as franchise holder 

allied lines and similar products in Western 

and through NC Ltd (until December 10, 1976) 

tory, all under the tradenarnes of NC Machinery Co 

NC Retail. "NC Retail" shall mean the division 

business activities of NC not associated 

1.19 Pledge Agreement. "Pledge Agreement" shall mean 

'the pledge agreement executed at the Closing Date pursuant to 

which the Cornman Stock and certain capital stock of Alpac are 

pledged to secure the obligations of Skinner Corporation under

~ in_this Agreement. 

i.20 Pledge Holder. "Pledge Holder" shall mean The 

~ of California, N.A. which is named in the Pledge Agreement 

as the pledge holder of the collateral securing the obligations 

of Skinner Corporation undertaken 'in this Agreement. 

1.21 Pro Forma Balance Sheet. "Pro Forma Ealance 

Sheet" shall mean the pro forma balance sheet of UC Machinery 

(excluding NC Ltd) as at December 31, 1976, heretofore prepared 

by NC and furnished to Skinner Corporation in connection with 

the negotiations for the transactions contemplated hereby. 

1.22 Purchaser. "Purchaser" shall mean Skinner 

Corporation, a Washington corporation. 

SC-EPA000233 
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Sellers. "Sellers" shall mean Nell Agnes Cody, 

MarY LaVilla Kehrli, John E. Larson, Patricia 

e, Earl Parsons, Howard E. Richmond, F.oward E. 

Polly Poe Richmond, Jr., Polly Poe Richmond, 

Jr., Volney Richmond III, Truman Sage and Phyllis 

1.24 Skinner Family. "Skinner Family" shall mean D. 
· : ... s:ii~:~' 

.. · I· slpmer, Sally Behnke, nancy Nordhoff, their spouses, de seen-
.,,~'$:!)' 

· cSaDts, spouses of descendants, trusts of which any of the fore-

~~g are trustees or beneficiaries, and corporations in which 

any one or more of the foregoing own in the aggregate at least 

sn of the voting capital stock. 

1.25 Subsidiaries. asubsidiaries" shall mean NC 

Machinery Co. , a Washington corporation, NC Marine Co. , a 

w~shington corporation, Northern Commercial Company, Inc., a 

Washington corporation, and ~vashington Comrnercial Company, a 

lfas~'l.ngton r:orporation, all of which co17porations are wholly 

owned subsidiaries of NC. 

1.26 Tender Offer. "Tender Offer" shall mean the 

tender offer made on December 11, 1976 by Ilurchaser to those 

Holders owning less than 200 shares of the Common Stock as 

specified in the Letter of Intent. 

1.27 Tenderors. "Tenderors~ shall mean the Holders 

Who tender their shares of Common Stock to Purchaser in accor

dance with the terms of the Tender Offer. 
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U.S. Division. "U.S. Division" shall mean that 

conducting business in Alaska and Western 

authorized franchisee of Caterpillar and allied 

products. 

ARTICLE II. Recitals 

2.01 Termination of Existing NC-Caterpillar Relation-
. . 

·--~;;}ti~, for many years Caterpillar's authorized franchise 

~er 1rt Alaska, Western Washington and the Yukon Territory, 

~sed Caterpillar in.writing on April 12, 1976 of its desire to 

~ate the franchise, which termination is to be effective 

Dec~er 31, 1976. In view of the termination of the Caterpillar 

franchise, Sellers desire to dispose of their Cozmnon Stock, which 

is 82% of the Common Stock outstanding. 

2.02 Purchaser's Prospective Relationship with 

Caterpillar. Purchaser desires to enter into a Sales and Service 

Agreement and Distribution Agreement for Engines with Caterpillar 

for Alaska and Western Washington, and Caterpillar has. agreed to 

accept Purchaser as its authorized franchisee for such territory 

if certain conditions are met. 

2.03 Letter of Intent. Purchaser has signed the 

Letter of Intent with Volney Richmond Jr., Chairman of the Board 

of Directors of NC and one of the principal Holders, pursuant to 

which Purchaser made the Tender Offer and is entering into this 

Agreement. 

2.04 Amendment to NC Charter. An amendment to NC's 

Certificate of Incorporation rendering Section 203 of the Delaware 

L SC-EPA00_0235 
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Law inapplicable to NC was adopted by written consent 

of the Holders and filed on December 1, 1976. The 

ratified by the Holders at a special meeting of 

December 10, 1976. 

2.05 Disposition of Assets. In order to achieve 

:~~~~·1er· 's primary objective to acquire only the assets of NC 

: •\tela-U'a ,.to the u.s. Division, NC sold all of the operating assets 

:.0f NC Ltd to Finning Tractor & Equipment Company Limited on 

J)ec~er 10, 1976 and will prior to the Closing Date enter into 

~ a~reement to sell all of the capital stock of NC Ltd and the 

assets of NC Retail to AC, effective as of the close of business 

on December 31, 1976. The contract between NC and AC will require 

AC to make an offering of its capital stock to all of the Holders 
- I 

of Common Stock with all deliberate speed unless, prior to the 

making of such offer, AC shall have sold its assets without 

substantial gain thereon. In addition, NC has taken steps to 

terminate NC-Fabick as soon as practicable. 

2.06 Tender Offer. Pursuant to the Letter of Intent, 

Purchaser made the Tender Offer, the terms of which require that 

Purchaser is obligated to purchase Common Stock only if at least 

90% thereof is tendered in accordance therewith and in accordance 

with this Agreement. 

ARTICLE III. Agreement to Buy and Sell 

3.o-l Sale and Purchase of Sellers' Common Stock. 

Sellers hereby agree to sell to Purchaser at the Closing Date and 
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by a9rees to purchase from Sellers at the Closing 

r of shares of the Common Stock and at the prices 

their respective names below upon the terms and 

set forth. 

·. ~.: · ·of Mary 
JJt&te l' · ~vJ.tla Kehr 1. 

Jobn B.. Larson 

Jatrid.a McCann McAuliffe 

Jarl Parsons 

BOward E. Richmond 

Boward E. Richmond, Jr. 

Polly Poe Richmond, Jr. 

Polly Poe Richmond 

Volney Richmond ·Jr. 

Volney Richr.lond III 

'l'ruman Sage 

Oni t & Company 

Phyllis R. Yaw 

Total 

Shares 
Stock Purchase Price 

$1,842,503.00 

1,106,919.11 

1,~86,917.48 

948,180.39 

541,4],2.42 

4,519,801.59 

1,204,713.50 

1, 142,351.86 

899,991.85 

3,727,525.30 

2,286,121.03 

884,401.44 

1,648,331.53 

1,897,778.09 

$23,936,948.59 

The purchase price payable to each of the Sellers as 

set forth above has been calculated by nul tip1ying the number of 

shares of Common Stock sold by each of the Sellers times a purchase 
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of $1,417.31. The purchase price per share was 

adjusting the amount of Stockholders Equity 

00) set forth in the Pro Forma Balance Sheet upward 

to reflect (a) annual inventory and 

adjustments, (b) the net {after Canadian and u.s. 

~~-~~·-s received by NC from NC Ltd as a dividend result

disposition of the operating assets of NC Ltd, and 

the net {after tax and any costs of sale, including attorneys' 

realized by NC on the disposition of all assets of 

then dividing such adjusted amount by the n~~er 

of shares of the Common Stock issued and outstanding (20,528) on 

the date of the Tender Offer. 

Each of the Sellers ag~ees to deliver to Purchaser on 

the Closing Date the Certificate or Certificates representing all 

shares of the Common Stock sold and purchased hereunder, duly 

~dorsed or accompanied by duly executed assignments separate 

from certificate, in either case with the requisite signatures 

thereto guaranteed by an authorized officer of a bank or trust 

company in the United States or by a member firm of any regis

tered securities exchange, all in such form and accompanied by 

such instruments as may reasonably be required by counsel for 

Purchaser. 

3.02 Payment of Purchase Price. The total purchase 

price payable to each of the Sellers shall be paid by a down 

payment and installment payments. Initially, each of the Sellers 
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the down payment set opposite his name below in 

and available in Seattle on the Closing Date: 

Down Payment 

Cody $ 257,721.75 

LaVi11a 
154,831. 30 

":~· t•:· · John E. Larson 180,008.73 

.J·;:r. ... Patricia McCann McAuliffe 132,627.58 

Earl Parsons 75,730.55 

Howard E. Richmond 632,211.28 

Howard E. Richmond, Jr. 168,510.37 

Polly Poe Richmond, Jr. 159,787.49 

Polly Poe Richmond 125,887.16 

Volney Richmond Jr. 521,390.92 

Volney Richmond III 319,773.22 

Truman Sage 123,706.44 

Unit & Company 230,561.84 

Phyllis R. Yaw 265,453.40 

TOTAL $3,348,192.03 

After the down payment, each of the Sellers shall receive the 

balance of the total purchase price payable to him in quarterly 

installments of equal amounts of principal over seven years 

commencing on March 31, 1977 and continuing thereafter on each 

June 30, September 30, Decemher 31 and ?~!arch 31 through December 

J1, 1983, together with interest on the declining balance at the 
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by the Seattle branch of the Bank of caii-

, plus one percent (1%) , such interest rate to be 

· the effective date of any change in the prime rate 

the Seattle branch of the Bank of California, N.A.: 

Purchaser's obligation to make the install-

required hereunder shall be suspended if and so 

·• .·.~ aqg-:regate obligations of Purchaser to Sellers, but each such 

· obUgation shall continue to bear interest. Upon the payment by 

AC of all of the sums due to NC from AC arising out of the sale 

of the stock of NC Ltd and the assets of ·Nc Retail to AC, Pur

@aser shall pay to Sellers pro rata a payment of principal and 

interest equal in amount to the payment from AC to NC, and there-
- \ 

dter, the total principal remaining due to each of the Sellers 

s~l be reduced accordingly and the amount of each installment 

of principal shall be adjusted to reflect the reduction in princi

pal remaining due. As examples of the installment payments to be 

made hereunder, Exhibit A sets forth (a) the payments of principal 

due to each of the Sellers ass'Ullling there is no reduction in 

principal amount remaining due as referred to in the preceding 

sentence and (b) the payments of principal due to each of the 

Sellers assuming a reduction in principal amount remaining in 

accordance with the preceding sentence. 

The payment of the downpayment and such of the install-

~nt payments due to each of the Sellers as may be required pursuant 

to Exhibit U shall be made by Purchaser to Seattle-First National 
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. shall disburse such payments in accordance with its 

tructions from Sellers as referred to in Section 

All subsequent installment payments shall be made 

s at the addresses shown on NC's stockholder list as 

at such 9ther addresses as any of the Sellers may 

notify Purchaser in writing. Sellers shall 

. jJve,~~ option to accelerate any or all installment payments due 

.·~ eac;Jl o£ them pursuant to this Section 3. 02 if Control of 

~chaser is obtained by persons other than members of the Skinner 

rudlY and upon certain other conditions as specified in the 

Pledqe Agreement. Sellers shall have no recourse against Pur

chaser if Purchaser, for any reason, fails to make the install

aent payments required by this Section, but Sellers shall have 

~e right to resort to the collateral securing Purchaser's obli-

qations as set forth in Section 3. 03. Purchaser shall at any 

time after December 31, 1978, have the right to prepay all or 

part (ratably) o.£ the installment payments remaining .due to 

Sellers. Such prepayment shall be preceded by at least sixty 

(60) days' written notice to Sellers. 

3.03 Security for Payment of Purchase Price. To 

secure the due and punctual payment of all sums due to Sellers in 

accordance with Section 3.02, Purchaser shall on the Closing Date 

enter into the Pledge Agreement in the form attached hereto as 

Exhibit B between itself and The Bank of California, N.A., as 

Pledge Holder, and Purchaser shall deposit with Pledge Holder all 

of the issued and outstanding shares of the Cornman Stock owned by , 
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at least eighty percent (80%) of the issued and 

shares of the common stock of Alpac. So long as any 

Purchaser under Section 3.02 hereof shall not have 

discharged, either by payment thereof in full or by 
·.'·· 

~erqise of Purchaser's right to set-off as hereinafter pro-

, all of the Common Stock and the shares of Alpac Corporation 

ted with Pledge Holder shall be held by Pledge Holder for 

of Sellers in accordance with the terms of the Pledge 

ARTICLE IV. Representations and Warranties of Sellers 

As an inducement to the execution of this Agreement by Pur-

chaser and to the carrying out ?~ the provisions hereof to be 

performed by Purchaser, Sellers, severally with respect to Sec- ~,;;.,, 

tion 4.01 hereof and jointly and severally with respect to all 

other Sections of this Article IV, represent and warrant to 

~chaser that the following statements are true and correct on 

the date hereof and will continue to be true and correct on each 

day hereafter until and through the Closing Date as though made 

as of each such day. 

4.01 Sellers' Common Stock. Each of the Sellers is 

er_of_shar~s of the Common Stock set forth 

opposite his name in Section 3.01 hereof, free and clear of all 

liens, claims or encumbrances, and subject to no options, war

rants, contracts or agreements of any kind, save and except for 

this Agreement and any agreement per.nitting repurchase of any 
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and each of the Sellers has full power and is 

and deliver and has or will have taken by the 

formal action necessary to sell and deliver such 

Stock to Purchaser, and each of the Sellers has 

~-~·mr•~ive or other right, option or warrant to any 

of the Common Stock or any other securities of 

Organization, Standing and Capitalization of NC. 

tion duly organized, validly existing and in good 

the laws of the State of Delaware; is duly quali-

and is in good standing as a foreign 

··corporation in the States of Alaska and l"l'ashington and such other 

., states and jurisdictions in which its activities make such quali-

fications necessary; and has the corporate power to own and 

dispose of its property and carry on its business as and where it 

is now being conducted. The authorized capital stock of.NC 

consists of two classes: 2,500 shares of preferred stock, par 

value $100 per share, of which no shares are issued or outstand

ing; and 35,000 shares of Common Stock, par value $100 per share, 

of which 20,528 shares are issued and outstanding,. fully paid and 

non-assessable and 7,025 shares are issued in treasury; NC has no 

,; I 

' 
'· 
:'1 
i,, 
I. 

j: 

11.· ,. 
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,,·, 
;·I 

i. 
:i: 
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~ ; ! 

ding-agreements-or-corrani-tments-in-the-form_of_op_tions_, _____ :__1 

warrants or otherwise to sell or otherwise dispose of treasury 

stock or to issue additional stock or securities; none of the 

authorized but unissued capital stock of NC is subject to any 

claims of ownership by existing stockholders, prior stockholders 
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person or to pre-emptive rights. NC's minute books 

te records of all corporate actions of its stock-

Subsidiaries. NC has caused the incorporation, 

stockholder, of the Subsidiaries, each of which 

· organized, validly existing and in good standing under 

~ ~~~s of the jurisdiction of its incorporation; none of the 
.. ~ ~ ... 

any tangible assets, conducts any business or 

11 subject to any liabilities whatsoever. NC is the registered 

.. bOlder of all of the issued and outstanding capital stock of each 

of the Sub.sidiaries and all such capital stock has been duly and 

validly authorized and issued and is fully paid and non-assessable 

and is not subject to any claim:=' liens; encumbrances, options, 

pre-emptive rights, rights of first refusal or any restrictions 

against transfer. 

4.04 Sale of NC Ltd Assets to Finning Tractor & Equip

~t Company Limited. The sale of all of the operating assets of 

NC Ltd to Finning Tractor & Equipment Company Limited on December 

10, 1976 was duly and validly authorized in accordance with the 

laws of the Yukon Territory; NC, as the sole stockholder of NC 

Ltd, was entitled to receive a dividend of $2,096,057.00 from NC 

Ltd, subject to no claims, liens, encumbrances or rights of any 

~ird parties, except for taxes payable as a result of such sale 

~d except for claims adequately reserved against by NC Ltd, and 

such dividend was duly and properly declared and paid to NC by NC 

Ltd; the net proceeds of the dividend paid to NC (after Canadian 
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were $2,096,057.00, free from any and all other 

ns of any nature whatsoever. NC is and shall 

for any cost or expense, including, without limita-. 

defense, arising out·of claims made by creditors 

parties against NC Ltd. Set forth in Exhibit c 

······,re·~e and correct calculations demonstrating the derivation 

of the.:net proceeds figure herein set forth. 

4.05 Sale of NC Retail Assets to AC. The agreement 

for the sale of the stock of NC Ltd and all NC Retail assets to 

At! will have been signed prior to the Closing Date, and such sale 

rill be effective (except with respect to the electric generating 

and transmission facility at McGrath, Alaska) at the close of 

business on December 31, 1976. Such sale will have been duly and 

nlidly approved and authorized by NC's Board of Directors in 

accordance with the Laws of the State of Delaware and NC' s Cer-

tificate of Incorporation and Eylaws; as owner of all assets sold 

or to be sold to AC, NC is entitled to receive all of the proceeds 

from the sale of NC Retail's assets, including the electric 

i~erating and transmission facility at McGrath, Alaska, subject 

~no claims, liens, encumbrances or rights of any third parties; 

the net proceeds on the sale of the stock of NC Ltd and NC Retail's 

assets will be $6,169,518.00, free from any and all other c~-~ts _________ 
1
-+--

or deductions of any nature whatsoever. NC is not and will not 

be subject to any actions, claims or liabilities whatsoever aris-

~g out of NC Ltd or the ownership of NC Ltd's stock once the 

stock of NC Ltd has been sold to AC. 
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Termination of NC-Fabick. NC has taken all steps 

·terminate NC-Fabick as soon as practicable, and all 

es of NC arising out of NC-Fabick have been con

the Pro Forma Balance Sheet with the excep-

~,,. ... ~.-ity arising out of an obligation to Alyeska Pipeline 

with respect to the repurchase of parts, which liabil

not and will not exceed $1,000,000 in amount. 

4.07 Dissolution, Forfeiture. No action at law or in 

ty and no investigation or proceeding whatsoever is now pend

llig or threatened (a) to liquidate, dissolve or disincorporate 

ICJ (b) to declare any of the corporate rights, po~rers or privi

leg-es of NC to be null and void or otherwise than in full force 
\' 

and effect; (c) to declare that.NC, or its Board of Directors or 

cy of its officers, agents or employees has exceeded or violated 

any of its corporate rights, powers, or privileges~ or (d) to 

obbin any decree, order, judgment or other judicial determination 

or adr.Unistrative or other ruling that would or might impede or 

deuact from any of the corporate rights, powers or privileges 

now vested in or claimed by NC. 

4.08 Financial Statements and Pro Forma Balance Sheets. 

~it D hereto consists of the Financial Statements as defined 

------'--l-in-Sect-i-on-l---;-09-hereof-.-The-F-inurie-ia-1-S~a-~ernents-were-prepared------+--

in accordance with generally accepted accounting principles con-

sistently applied, except· with respect to consistent application 

as set forth in the Notes thereto, and fairly present the finan-

cial position of NC as at December 31, 1975 and the income and 
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for the twelve-month period ending Dec~~er·31, 

ial Statements have been audited by Price Water-

are subject to no qualifications. Exhibit E 

of the Pro Forma Balance Sheet a3 defined in 

The Pro Forma Balance Sheet has been pre-

. and, within the limits described in Exhibit F and to 

sheets can fairly represent the pro-

:~.~~~~~lncial position of any company, fairly represents the 

. e.Qt~~.;,tinancial condition of NC as at December 31, 1976. NC' s 
I~~ ·.,··~~~ 

of account from which the Financial Statements and the Pro 

Balance Sheet were prepared adequately reflect all of NC's 

of income and expense, all of its assets and liabilities, 

Exhibit F hereto is a statement by the 

chief financial officer of NC of all liabilities of 'NC for which 

a~als or reserves have been made in preparing the Pro Forma 

Balance Sheet and the amounts of such accruals or·reserves. 

~ere shall be no breach of this Section 4.08 so long as any 

liaoilities of NC in excess of those considered in preparing the 

Pro Forma Balance Sheet do not exceed any understatement of the 

value of NC's assets in the Pro Forma Balance Sheet. 

4.09 Absence of Unaccrued or Undisclosed Liabilities. 

~cept as and to the extent reflected or reserved against in the 

Pro Forma Balance Sheet as and to the extent explained in Exhibit 

F (netting assets and liabilities as contemplated in the last 

sentence of Section 4.08 hereof) and except as and to the extent 

consented to in writing by Purchaser in Exhibit G, NC and the 
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not have at the Closing Date any Material 

accrued, unaccrued, contingent or 

due or to become due. Sellers neither know 

ea~~ •• able ground to know of any basis for the 

any Material liabilities of any~nature or 

amount not fully reflected or reserved against in 

Statements as of the date thereof or fully covered 

except non-Haterial liabilities thereafter accruing 

course of business and except as expressly set 

Exhibits to this Agreement • 

. ;-:;1:.) 4.10 Absence of Certain Changes. There has not been 

·.·'from rlecerober 31, 1975 to the date hereof, other than as reflected 

!JS Exhibit A to th~ Tender Offe~ 
1
or elsewhere in this Agreement 

(inaluding the Exhibits hereto), nor prior to the Closing Date 

will there be : {a) any Materially adverse change in the business, 

assets, liabilities, or financial condition of nc; (b) except for 

purchases of Common Stock by Messrs. Cagle, Corn and Johnson and 

repurchase by NC of Common Stock of Marie Mattila, any change in, 

or any authorization of the creation or issuance or agreement for 

issuance of NC's capital stock; (c) any increase in the total 

indebtedness or liabilities of NC, except increases in the ordi-
I 

______ 1 __ n_a_ry_:__c_o__:u::_~r:_:s:_:e:__:o:_f=_b~u..,s~i=---n~e:::S:::S~____!_::-"_!___-=·•-==="-"'·'-·'----""·'"-"-'"''-"'·""-'- ... on ,_damage-,-----1--

destruction or loss (whether or not covered by insurance) Mater

ially adversely affecting the business, business prospects, or 

any of the properties of NC; (e) any incr~ase in the compensation, 

direct or indirect, of any of the officers, directors or employees 
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routine increases in the ordinary course of busi-

~a·•-··-ed pursuant to the terms of contracts between 

representing the employees of NC; (f) any 

respect of any Material Contract or other 

change in the methods and 

books and records of NC; or 

.Q~~~ •• ~ations or payment of any dividend or distribution 

stock not considered in the Pro Forma Balance 

4.11 Compliance l•rith Obligations. Except as disclosed 

p~ibit H, neither NC nor any of the Subsidiaries is in viola

tion of, or in default with respect to, any term or provision of: 

(a) its Certificate of Incorporation or Bylaws; (b) any Material 

~ntract to which it may be a party or by which it may be bound; 

(c) any judgment, order, writ, injunction or decree of any court 

or of any federal, state, territorial, municipal, foreign or 

o~er commission, board or other administrative or governmental 

ag~cy or authority in any case or proceeding; or (d) any federal, 

state, territorial, municipal, foreign or other statute,. law 

(including common law) , rule or regulation applicable to NC or by 

which it may be bound in any manner, any of the foregoing which 

presently or (so far as Sellers can now reasonably foresee} at 

~y future time may affect it adversely in any Material respect. 

4.12 Taxes. All tax returns and reports of NC and 

the Subsidiaries required by law {including, without limiting the 

9enerality of the foregoing, all income, unemployment compensation, 
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tion, Social Security, sales, cornpensatirlq use, 

and franchise tax laws of the United States or 

itory or municipal political subdivision thereof 

any political subdivision thereof} to be filed 

and timely filed and all taxes, assessments, 

and governmental charges or impositions shown 

reports (other tha~ those not yet due and 

payable without penalty or interest and those 

contested in good faith) upon NC and the Subsidi-

or measured by the properties or assets or income 

Subsidiaries have been paid. Neither NC nor any of 

.~a ~~-sidiaries has received any notice of assessment or proposed 

~sel(l.~ent of any United States, state, municipal, foreign or 
- \ 

other tax upon or measured by its income or has knowledge of any 

basis for an additional a.""sessrnent of any such tax. nc has not 

~owingly waived any law or regulation fixing, or consented to 

~e extension of, any period of time for the assessment of any 

tax or other governmental imposition or become committed so to 

do. 'I'he reserve for current taxes accrued on the books of NC is 

reasonable and substantially adequate in amount. 

4.13 Litigation. Except as set forth in Exhibit I 

hereto, neither NC nor any of the Subsidiaries is threatened 

with, or is a party directly or indirectly to, any Material legal 

action, governmental investigation or other proceeding (govern

mental or private) 
1 

including investigations, inquiries, cita

tions, complaints, orders or stipulations by the Federal Energy 

L SC-EPAOD0250 

-21-

CONFIDENTIAL BUSINESS INFORMATION -DO NOT DISCLOSE SKN002984 

-1. 

I 

i 
.; 

' 



G·-

shington Department of Ecology, Federal Trade 

~i~m.ent of Justice, Treasury Department, Post 

any other Federal, Canadian, state, pro

agency or governmental unit; and, except as set 

I, there are no judgments, orders, restrictions 

continuing nature outstanding against NC or any 

Neither NC nor any of the Subsidiaries has 

any violation of· current Material significance 

ion of any Federal, state, provincial, local or 

administrative regulations thereunder in respect 

f~i~Q~~E~in1ess or property except as set forth in said Exhibit 

bliibit I has set forth therein with respect to all matters 

and to what extent such matters are covered by 

and, if so by whom such ~atters are being handled. In 

addition, except as set forth in said Exhibit I and heretofore 

fwrnished to Purchaser, NC is not, and at the Closing Date will 

not be operating under any compliance schedule for any govern

mental agency with respect to pollution control or acts affecting 

the environment. 

4.14 Title to Properties. NC has or will have at the 

Closing Date, good and marketable title to all assets of whatso-

ever nature now assessed it or used by it in the U.S. Division 

(including the real estate described in Exhibit J hereto and all 

other tangible and intangible assets shown or represented on 

Exhibit D hereto or acquired after December 31, 1975, except as 

since sold or otherwise disposed of pursuant to the transactions 
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section 2.05 hereof or in the ordinary course of 

to no mortgage, pledge, lien, conditional sale 

any other encumbrance, except: (a) as specifically 

D and J: (b) for leases for real and personal 

in Exhibit L: or (c) liens for real and personal 

yet delinquent, but accrued in the Pro Forma 

Also set forth in Exhibit J are statements of all 

against the real estate described therein and the 

~•····~· title insurance available to NC with respect to such 

Exhibit J is certified to be correct by the Presi-

ctent of NC. Exhibit K sets forth a schedule of Material assets 

(property, plant and equipment only) acquired or disposed of by 

RC since December 31, 1975 and is certified by the President of 
- ' 

ac. 
4.15 Leases. Exhibit L hereto completely lists and 

briefly describes all Material leases (for both personal and real 

property). under which NC is either a lessor ,or a lessee, and true 

and complete copies of all such leases have been or ~vill be deli

vered to Purchaser at least seven (7} days prior to the Closing 

Date. Each of said leases is, and at the Closing Date, will be, 

in full force and effect and binding upon the parties thereto and 

Uere are, and at the Closing Date, will be, no defaults under 

any of such leases. 

4.16 Material Contracts and Commitments. Exhibit M 

hereto correctly and completely lists each Material Contract 

(other than the leases deseribed in Exhibit L) to \o7hich NC or 
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a party or by which NC or any of the 

s may be bound, and also lists, regardless of whether 

~·~~·-ial Contracts, all collective ba~gaining agreements 

,_~,~~·~contracts with or commitments to any labor union, employ

.\l:gJ.'eements with individual employees extending for a period 

· ·mdtt·than three months from the date hereof, all bonus, 

·~- ntive compensation, pension, retirement, group insurance, 
,...ce . 

savings or other employee welfare plans of any nature by 

or any of the Subsidiaries may be bound. True and cor

rect copies of all Material Contracts and commitments listed in 

~ibit M have been or will have been delivered to Purchaser at 

least seven (7) days prior to the Closing Date. With respect to 

~ployee pension, retirement or savings plans, NC has or will 

MVe fully funded all vested past service obligations as at the 

~osing Date and has or will have paid to the respective trustees 

thereof prior to the Closing· Date all corporate contributions 

required by any such plans and all voluntary contributions with

held from employees up to the Closing Date, and all such pension, 

retirement or savings plans are or shall be at the Closing Date 

~ compliance with the Employee Retirement Income Security Act of 

1974. Exhibit M also lists the names and rates of compensation, 

including bonuses (paid or estimated) , commissions and the like 

for 1976, of each officer, director, employee and individual con

sultant of NC "rho currently receives $40,000 per year or more. 

Each Material Contract and other agreement or contract listed in 

Exh'b' . 1 ~t M ~s presently, and at the closing will be, in full force 
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~fullY binding on the other parties thereto in 

the terms thereof. No parties to any ~iaterial 

NC or any of the Subsidiaries is also a party 

knowledge of Sellers, not in compliance with, or 

t und·er 
1 

the terms and provisions of such l1:aterial 

Trademarks. Exhibit N hereto is a complete and 

of the date hereof of all trademarks, traden~.es 

registered in the State of w·ashington) 1 

and patents (issued or applied for) used by 

NC has or will have on the Closing Date good 

·.title to all trademarks and other items listed in Exhibit N and 

ueir use by NC does not conflict with the rights of others and 
. ' 

11 not subject to any unusual restrictions. 

4.18 Insurance. Exhibit 0 hereto correctly and corn-

pletely lists and briefly describes the insurance coverage 

carried and maintained by NC and NC-Fabick as of the date hereof. 

The insurance listed in Exhibit 0 is adequate for the business 

conducted by NC, and NC will maintain such insurance through the 

Closing Date. 

4.19 Banking Relationships. Exhibit P hereto correctly 

and completely lists the various banks and accounts in such banks 

with which NC and the Subsidiaries have deposit, checking or 

~rrowing relationships and indicates the names of those author

ized to sign any documents with respect to such accounts and the 

date of the most recently approved banking resolution with respect 
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maintain the banking or borrowing relationships 

P through the Closing Date. 

Books of Account. The books of account of UC 
/ 

and correct in all material respects, and monies due 

by, and all liabilities of, NC and the Sub-

of any transaction, matter, cause or thing 

L··-~··~~, which, in accordance with generally accepted account

principles or practices should be entered therein, have been 

correctly and completely entered therein. 

4.21 Corporate Documents. True and correct copies of 

~e certificate of Incorporation of NC and all amendments there

~' and the Bylaws of NC currently in. effect have been provided 

~Purchaser on the date hereof, and no amendments shall be or 

have been made to the Certificate of Incorporation prior to the 

Closing Date. The last amendment to the Certificate of Incor

~ration, effective December 1, 1976, rendered Section 203 of the 

Delaware Corporation Law inapplicable to the Tender Offer and the 

transactions contemplated herein. 

4.22 Accounts ·Receivable. All accounts receivable of 

NC and the Subsidiaries are valid, genuine and subsisting, arise 

out of a bona fide sales and deliveries of goods, performances of 

services or loans, are subject to no known defenses, set-offs or 

counterclaims, are current, and (except to the extent reserved 

against in the Financial Statements or the Pro Forma Balance 

Sheet) are fully collectible. Since the preparation of the Pro 
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Sheet there have been no changes in the condition 

ts receivable of NC which individually, or in the 

Materially adverse. 

Inventories. All of the inventories of NC 

in the Financial Statements were in existence at the 

All such inventories, and all inventories acquired 

31, 1975 and reflected in the Pro Forma Balance 

·.·sheet are of good and merchantable quality and are usable and 

llalable in the ordinary course of NC' s business. On the Finan

cial statements (as they relate ·to the U.S. Division) and the Pro 

to~ Balance Sheet, inventories of Caterpillar machines and 

~shave been valued on a last-in, first-out basis, and the 

reserves established by NC with_ -1espect to such inventories of 

~terpillar machines and parts are adequate in amount. All other 

~ventories of the u.s. Division have been valued on a first-in, 

first-out basis in the Financial Statements and th~ Pro Forma 

hlance Sheet. Except for items listed in Exhibit Q, the present 

quMtities of inventories of NC are reasonable and warranted in 

the present circumstances of its business. 

4.24 No Finder. Neither NC nor any of the Sellers has 

been represented by any finder or broker in connection with this 

transaction, and Sellers will indemnify Purchaser and NC against, 

save Purchaser and NC harmless from, all claims and 

ties arising from any person or entity claiming to have acted in 

ei~er such capacity for Sellers or NC. 
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Execution and Performance of Agreement. The 

Sellers of this Agreement and consum

transactions herein envisioned will not violate any 

the breach of, or constitute a default 

or any order, writ, injunction or decree of any 

--~m~•ntal agency or arbitration tribunal, or any 

or instrument by which Sellers, HC or any of 

es, or any of them are bound, and all governmental 

licenses or permissions necessary to Sellers' performance 

the contemplated transactions have been 

or will be obtained prior to the Closing Date (except 

consent to the transfer of the electric generating and 

facili ... y at McGrath, Alaska and any consent required 

of Canada's Foreign Investment Review Act). 

4.26 Disclosure. Sellers do not know, and should not 

reasonably have knowledge, of any untrue statements of any Mate

riu fact in, or of any omissions to state any Material fact 

necessary in order to make the statements contained in, Exhibit A 

~ ilie Tender Offer (with the exception of statements regarding 

~e intentions of Purchaser), the Financial Statements, the Pro 

Forma Balance Sheet, any Exhibit to this Agreement and this 

Agreement not misleading. To the best knowledge of Sellers, 

i' 

is no fact which Ma ts-or-in-the·--------1 

future may (so far as Sellers can now reasonably foresee) l-1ate-

rially adversely affect the business or prospects or condition 

(fuancial or otherwise) of NC or any of its properties or assets 

l.'hich has not been set forth herein or in the Exhibits hereto. 

SC-EPA000257 
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ARTICLE V. Representations and 
Warranties of Purchaser 

an inducement to the execution of this Agreement 

and to the carrying out of the provisions hereof to 

by Sellers, Purchaser represents and warrants to 

the following statements are true and correct on 

and on each day hereafter until and through the 

Date as though made as of each such day. 

5.01 Organization and Standing of Purchaser. Pur

~ser is a corporation duly organized, validly existing and in 

good standing under the laws of the State of Washington and has 

the corporate power to own and dispose of its property and carry 

on its business as and where it is now being conducted. 

5.02 Execution and Pe~formance of Agreement. The 

aiqning 1nd performance by Purchaser of this Agreement has been 

duly authorized by its Board of Directors, and the consummation 

of the transactions herein envisioned will not violate any pro-

visbn of, :>r ro:3ult in the b:::-cach of, .:>r constitute C'>r dsfault 

~der, any law, or any order, writ, injunction or decree of any 

~urt, gove~~ental agency or arbitration ~ribunal, or any Mate

rial Contract or in'strument :by which Purchaser is bound. 

5.03 Pledge Agreement. The signing and performance ; 
I 

of the Pled_ge_Agreement-haS-been-du-±-y-aut-horized--by-Purcha-se-r-•-s-----.

1

:11.! ~~-
Board of Directors and by the other Alpac stockholders pledging 

~eir shares, and the pledge of the stock of NC and Alpac pursuant 

~ereto will not violate any provision of, or result in the 

I 
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of, or constitute a default under, any law, or any order, 

injuoction or decree of any court, governmental agency or 

tion tribunal, or any agreement or instrument by which 

or any other Alpac stockholder pledging his shares is 

5.04 Organization and Standing of Alpac. Alpac is a 

corporation duly organized, validly existing and in good standing· 

under the laws of the State of Nevada~ is duly qualified to 

uansact business as a foreign corporat.~n in such other states 

ca jurisdictions in which its activities make such qualifica

tions necessary; and has the corporate power to own and dispose 

of its property ana carry on its business as and where it is now 

being conducted. The authorized capital stock of Alpac is as 

aet forth in Exhibit R hereto. 

5.05 Disclosure With Respect to Alpac. :n connection 

with the security for the obligations of Purchaser set forth in 

Section 3.02 hereof, Purchaser has provided disclosure _materials 

b the form attached hereto as Exhibit R with respect to Alpac. 

Purchaser does not know, and should not reasonably have knowledge, 

of any untrue statement of any Material fact in, or of any omis

sion to state any Material fact necessary in order to make the 

statements contained in, ~hibit R not misleading. To the best 

of Purchaser, there is no fact which Materially adversely 

affects or in the future may (so far as Purchaser can now reason-

~ly foresee) Materially adversely affect the business or pros

Pects or condition (financial or otherwise) of Alpac or any of 
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and related consolidated statements of income, retained 

in excess of stated value and changes in finan- · 

the years then ended for Alpac contained irl 

t R were prepared in accordance with generally accepted 

ting principles consistently applied (except as stated in 

Notes thereto) and fairly present the financial position of 

as at the periods indicated and the income and expenses of 

for the twelve-month periods ended as indicated therein. 

5.06 No Finder. Purchaser has not been represented by 

~1 finder or broker in connection with this transaction and Pur

~ser will indemnify Sellers against, and save Sellers harmless 

from, all claims and liabilitie~ 1arising 'from any person or entity 

claiming to have acted in either such capacity for Purchaser. 

ARTICLE V!. Certain Covenants of Sellers 

6. 01 Conduct of Busines's of NC Pending Closing. 

Sellers agree that from the date hereof until the Closing Date, 

Sellers will perform or cause to be performed by NC the following 

'~ covenants, unless waived in writing by Purchaser: 
'· 
't 
) 

:~ . 
(a) The business of NC will be conducted in the 

~er heretofore conducted and only in the ordinary and usual 

[:;II 
'· t: . 

l 'i ,, 

;1',. I 
!: 
'·' !,' 

Li 
l'ft: . 
1·1 

~~~ :·1 

r 
-~~ I 

,.i 
I I 
II 
i' 

I, 
~.I 
I 
'. 

course (except for the sale of the stock of-NC-vEa. anat:he-a-sset_s ____ _ 

of NC Retail to AC) and NC's property and equipment will continue 

~be Well maintained in accordance with good business practice; 

~~A000260 
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(b) No change will be made in the Certificate of 

tion or Bylaws of NC~ 

(c) No change will be made in the authorized or 

ou~standing capital stock of NC; 

(d) Unless accrued and reserved for in the Pro 

Sheet and described in Exhibit F, no dividend or 

o~er distribution or payment will be declared or made in respect 

of the Common Stock and no indebtedness of NC to any of the 

Sellers will be retired~ 

(e) No increase will be made in the compensation 

payable or to become payable by NC to any of its directors, 

officers, employees, agents, consultants or stockholders, in

cluding any stock options, bonus payments .or other benefits; 

{f) No contract or commitment for the payment of 

e aggregate amount of $10,000 or more will be entered into by or 

on behalf of NC, except in the ordinary course of business 1 

(g) No indebtedness for borrowed money will be 

~eated, assumed, incurred or guaranteed by NC in an aggregate 

principal amount exceeding $10,000, except in the ordinary course 

of business; 

(h) Except for the sale of the stock of NC Ltd 

~d the assets of NC.Retail to AC, no sale, transfer or other 

disposition, and no mortgage, pledge or other encUI!lbrance of any 

~terial assets will be made or entered into by or on behalf of 

IC, except in the ordinary course of business, and NC will not 

SC:.~~~00261 
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into any lease of its assets under terms or reserving 

materially different from those in leases presently in 

(i) No change will be made with respect to the 

supervisory personnel or banking or safe deposit 

ts of NC; 

(j) Sellers will use their best efforts to keep 

~tact the organization of NC~ to keep available the services of 

JC's present employees 1 and to preserve the good will of its 

wppliers, customers and others having business relations with 

(k) Sellers will not make any transfer of any of 

sellers' shares of Common Stock. nor will Sellers subject any such 

ahares to any pledges, liens or encumbrances of any nature~ and 

(1) Sellers will cause NC to file promptly all 

uquired tax returns and to pay promptly all federal, state and 

local tax assessments and governmental charges lawfully levied or 

assessed upon it or upon its properties or upon any part thereof, 

Whlch have become due and payable and will cause NC to withhold 

fr~ its employee's wages and to pay over all federal and state 

~es required to be withheld and paid over. 

6.02 Access and Information. Sellers will cause NC 

at all reasonable times prior to the Closing Date to open its 

Offices, books, accounts and records, including all correspon

dence and files related to Haterial Contracts, insurance policies 

~d claims, and provide for access to working papers, files and 
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itS certified public accountants, for full and unre~ 

examination and inspection by Purchaser, its officers, 

accountants and engineers, but no such examination or 

shall in any way affect, diminish, or terminate any 

representations or warranties of Sellers hereunder or the 

purchaser to rely thereon. 

6.03 Title Certificates. At 

cause NC to provide to Purchaser, at Sellers' expense, a 

liability certificates of title insurance, issued with 

n•pect to property in King County, ~·7ashington . and Anchorage I 

.Jlaska by Safeco Title Insurance Company and with respect to 

all other property by Pioneer National Title Insurance Company, 

covering all real property described in Exhibit J. The title 

insurance certificates shall contain no exceptions other than 

~se set forth in Exhibit J, and Sellers covenant to cause any 

other exceptions to be .removed prior to the Closing Date. Pur

chaser may, at its sole discretion, permit Sellers to deliver 

said certificates at a date later .than the Closing Date. 

6.04 Best Efforts. Sellers will cause NC to, and 

vill each individually, utilize best efforts to assist Purchaser 

U effectuating the Tender Offer to the Holders of less than 200 

shares of the Common Stock. 

6.05 Guaranty of AC Obligations. Each of the Sellers 

hereby absolutely and unconditionally guarantees on a pro rata 

basis (i.e. each of the Sellers will be a guarantor with respect 
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CONFIDENTIAL BUSINESS INFORMATION- DO NOT DISCLOSE SKN002997 



tage of the obligations of AC to NC equal to the 

to each of the Sellers of the total aggregate 

payable by Purchaser to all of the Sellers) the 

and fulfillment by AC of all of the terms and cove

pursuant to the agreement between AC and 

to the sale of the stock of NC Ltd and the assets of 

to AC and further guarantees the timely and complete 

due to NC from AC in accordance with the 

teJ:IDS of the installment obligations of AC to pay the purchase 

price for the stock of NC Ltd and the assets of NC Retail. Each 

of the Sellers agrees that NC may grant extensions of time with 

respect to any covenant or obligation guaranteed hereby without 

notice to Sellers and without a£;1\ecting the liability of Sellers 

1n any respect. Each of the Sellers waives any right to require 

RC to proceed first against AC, or to pursue any other remedy in 

RC's power whatsoever. Each of the Sellers waives all present-

m~ts, demands for performance, notices of nonperformance, pro

tests, notices of acceptance of his guaranty and any defense 

based on an election of remedy by NC. The guaranty of each of 

~e Sellers shall continue so long as AC has any obligations or 

liabilities to NC under the terms of its installment obligations 

to NC or its agreement with NC, and the guaranty of each of the 

Sellers is irrevocable. Each of the Sellers agrees to pay rea

sonable attorneys' fees and all other costs and expenses which 

lllay be incurred by NC in enforcement of this Guaranty. 
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of Di tors and Officers Election 

Closing Date, Sellers will cause meetings of 

rectors of NC and the Subsidiaries to be duly and 

, and at such meetings, all of the Directors in 

Date shall, in rotation, resign and a 

of Purchaser shall be elected to fill the unexpired 

Directors resigning so that the nominees of the 

conclusion of said meetings, constitute 

NC and the Subsidiaries. All of the 

in office up to the Closing Date shall also resign 

Date. 

6.07 Delivery of Corporate Records. On the Closing 

Sellers shall deliver, or cause to be delivered to Pur

~ser, the corporate minute books, Certificate of Incorporation, 

Bylaws and Stock Records of NC and the Subsidiaries. 

ARTICLE VII. Certain Covenants of Purchaser 

7.01 Provision of Audited Financials. Purchaser will 

cause financial statements of NC and Alpac to be audited by its 

certified public accountants for each of the fiscal years of NC 

~d Alpac ending prior to the discharge of Purchaser's obliga

tions to the Sellers set forth in Section 3.02 hereof. Copies of 

such audited financial statements shall be mailed to each of the 

Sellers at the addresses described in Section 3.02, as soon as 
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. 
after the same become available unless the obligations 

to Sellers are discharged prior to such availability~ 

Best Efforts. Purchaser will use its best 

and consent of Caterpillar to the 

of this Agreement and to the award of a Sales and 

and Distribution Agreement for Engines to NC 

· apoa c:~~sU%!1Iilation of the Tender Offer and the transactions re

ferred to in this Agreement. Purchaser will also use its best 

to effect the Tender Offer. 

ARTICLE VIII. Conditions Precedent to 
Purchaser's Obligation to Close 

The ~allowing are, except to the extent waived in 

niting, conditions precedent to\Purchaser's obligations to close 

hereunder: 

8.01 Representations and Warranties True as of Closing 

~· The representations and warranties made by Sellers in 

Artt-::le IV .o;hal!. be valid, tr.t•e and comple>te at the CJ osing Date 
·1(1 

with the same force and effect, other than as provided herein, as 

if such representations and warranties had been made on and as of 

the Closing Date. Agent shall submit to Purchaser at the closing 

a certificate or certificates certifying the validity, truth and 

completeness of representations and warranties of Sellers herein. 

8.02 Obligations of Sellers Performed. The obligations 

~d covenants made by Sellers in Article VI shall have been per

fonrted and the Certificate of Agent referred to in Section 8. 01 

hereof shall so state. 
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.03 Consummation of Sales of Assets. The agreement 

NC for the sale of the stock of NC Ltd and the 

Retail to AC at a purchase price of $6,169,518 with 

date as of the close of business on December 31, 

been signed. 

8.04 Approval of Caterpillar. Cat 

~-··-~~a and consented to the performance of this Agreement by 

have agreed to execute with NC after the 

cons.ation of the transactions envisioned herein a Sales and 

Service Agreement and Distribution Agreement for ,Engines for the 

territory of Alaska and Western Washington. 

8.05 Tender O£fer Success. The Tender Offer shall 

have be~n accepted by Holders of at least a sufficient number of 

shares of the Common Stock so that, when such number is added to 

the number of shares of Common Stock sold and purchased here-

~der, the total number of shares of Common Stock transferred to 

Purchaser on the Closing Date shall not be less than 18,476. 

8.06 Opinion of Counsel. Purchaser shall have re

ceived the opinion of Messrs. Jones, Grey & Bayley, counsel to 

Sellers, NC and AC, in substance satisfactory to Purchaser and 

its counsel and in the form attached hereto as E:xhibi t s. 

8.07 Absence of Adverse Changes. Neither Purchaser 

nor NC shall have incurred any l~aterially adverse change in its 

business, or financial condition or operations. No Material loss 

on account of fire, flood, accident or other calamity, regardless 

of 'lihether or not such loss shall have been insured, shall have 
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d by NC. Purchaser shall have become aware of no 

existing facts which, in Purchaser's sole judgment, 

have Material significance with respect to the value 

No Action or Injunction. There shall not have 

or instituted against Purchaser, NC or any of the 

any action or proceeding before any court or admini

.uat!ve agency by any governmental agency or any other person 

~lenging the acquisition by Purchaser of the Common Stock or 

otherwise relating to the Tender Offer or this Agreement, or, in 

the opinion of Purchaser, Materially adversely affecting NC or 

Purchaser. 

8.09 Information Valid. All of the information sub-

aitted to Purchaser in connection with the Tender Offer and in 
I 

this Agreement and in the various ~Ahibits to this Agreement 

shall be valid, true and complete at the Closing Date. 

8.10 Securities Laws. Purchaser shall not have re-

ceived any opinion from its counsel, 1·1essrs. Bogle & Gates, 

advising that the purchase of Common Stock pursuant to the Tender 

Offer or this Agreement violates any. securities or other laws of 

the United States, Canada or any state, province or territory 

thereof. 

ARTICLE IX. Conditions Precedent 
to Sellers Obliaations to Close 

The following are, except to the extent waived in 
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~ciP~L•tions precedent to Sellers' obligations to close 

g,Ol Representations and Warranties True as of Closing. 

same force 

ed herein, as if such representa-

uons and warranties had been made on and as of the Closing Date. 

~chaser shall cause a duly authorized officer of Purchaser to 

1~t to Sellers at closing a certificate certifying .the sarne. 

9.02 Obligations of Purchaser Performed. The obliga

tions and covenants of Purchaser in Article VII hereof shall have 

be~ performed, and the certificate of an officer of Purchaser 

referred to in Section 9. 01 hereof shall so state. 

9.03 Opinion of Counsel. Sellers shall have received 

the written opinion of Hessrs. Bogle & Gates, counsel to Pur

chaser, in substance satisfactory to Sellers and their counsel 

and in the forrn attached hereto as Exhibit T. 

ARTICLE X. The Closing 

The Closing Date shall be at '10:00 A.M. Seattle Time on 

or before December 30, 1976, or on such subsequent date as the 

parties hereto rnay prior thereto mutually agree in writing, and 

for this purpose a telex, telegraph or similar transmission shall 

be deemed a writing if later confirmed by letter. Closing shall 

occur at the offices of Messrs. Bogle & Gates, The Bank of Cali

furnia Center, Seattle, Washington. 
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CLE XI. Appointment and Powers of Agent; 
Right of Contribution; Instructions 

to Seattle-First National Bank 

Appointment of Agent. Each of the Sellers 

ts Agent to be their representative for the purposes 

forth. 

.02 Powers of t shall be and is her 

~nsd~ted as the authorized recipient of any and all notices 

t~aPurchaser to Sellers, whether such notices be required under 

~e terms of this Agreement or not, and such notices shall be 

given to Agent in the manner provided in Section 14.02 hereof. 

A copy of all such notices shall be given to Jones, · Grey & Bayley, 

or to such successor attorneys as may be designated in writing to 

any succe~9or. Agent shall be and is 

hereby authorized and empowered on behalf of each of the Sellers 

to act as the agent and representative of each, in his place and 

stead, in all dealings with Purchaser and Pledge-Holder under the 

Pledge A,greement in connection with any matter relating to this 

Agreement or the Pledge Agreement, and, in general, to do any and 

all things which any of the Sellers could do with respect thereto. 

Without limiting the generality of the foregoing, Agent is author

ized to execute and deliver notices and instructions to Purchaser 

~d Pledge Holder, to agree to or contest any losses asserted by 

Purchaser or set-offs made by Purchaser, to join in the defense 

of any claim asserted against NC and to defend the same, and to 

~ecute any settlements or agreements, give waivers and releases, 

accept notices and accept delivery of documents, including service 
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ts on Sellers or any of them; provided, however, 

but need not, obtain the agreement of such number 

as represent a majority of the shares of Common Stock 

prior to taking (or being obliged to take) 

·~~~~~uu hereunder other than the receipt of notices. Purchaser 

or act on written representa-

release of Agent as being that of all of the 

1 
without further inquiry, unless Purchaser or Pledge 

shall, before acting in reliance thereon, receive written 

to the contrary, or written notice of t..~e appoint..onent of a 

1uecessor agent, signed by such number of the Sellers as repre

a~t a majority of the shares of Common Stock purchased by Pur

chaser hereunder. 

11.03 Successor. Upon the death, resignation or 

aability of Agent, a successor shall be appointed by such number 

of the Sellers as represent a majority of the shares of Common 

Stock purchased by Purchaser hereunder, who shall deliver a 

written notice thereof signed by such Sellers to Purchaser and 

Pledgee. If no successor to Agent is selected by Sellers within 

t~ (10) days of the death, resignation or inability of Agent to 

se~e as contemplated herein, Purchaser shall have the right to 

desisnate any of the Sellers then residing in the State of l'7ash

~gton as successor to Agent by delivery of a written notice of 

such designation to him, and the successor so designated shall 

act as agent of the Sellers until such time as the Sellers shall 
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t a new agent. Any successor to Agent shall have the 

authority as Agent. 

Liability of Agent. Each of the Sellers agrees 

costs and expenses (including, without limitation, 

and accounting fees and expenses) incurred by Agent are 

Sellers, and that they will pay their ratable 

acting pursuant to this Article XI from any and all 

~sts, liability, claims and losses, except on account of willful 

aefault or gross negligence. It is expressly understood and 

a~eed by all of the parties to this Agreement that the provisions 

of ~is Article XI constitute an agreement among the Sellers to 

vMch Purchaser is not a party and in which Purchaser has no 
- \ 

aterest. In no event shall Purchaser be responsible for, or 

b~ any liabilities with respect to, any acts or omissions of 

Agent. 

11.05 Right of Contribution. If any Seller incurs 

any loss dut::! to the pro~risioub of Sectil..)n 6.CS, 1!.04, 12.02, or 

o~erwise under or in connection with this Agreement, then each 

of.the Sellers shall contribute to,.rard that loss an a.I!lount deter-

~e~ by the proportion that the shares of Common Stock held by 

each bear to the total number of shares of Common Stock held by 

all Sellers at the time of execution of this Agreement. If less 

~n all the Sellers discharge any loss incurred by any party 

~d~ified under or in connection with this Agreement, then such 
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have the right of contribut~on against each of the 

in the same proportion. 

Instructions to Seattle-First National Bank. 

as Exhibit U are certain instructions from Sellers 

irst National Bank authorizing the bank to act as 

Purchaser. 

ARTICLE XII. ~ertain Agreements With Respect 
to Guaranties and Y.iarranties 

12.01 Survival of Guaranties, Representations and 

IU%~nties. The guaranties, representations, warranties and 

~venants of Sellers contained in this Agreement and the Exhibits 

hereto and the representations, warranties and covenants of Pur-

cuser contained in this Agreement and Exhibit B hereto shall 

~ive the ~losing Date unless the context clearly indicates to 

~e contrary; provided, however, that no action or claim may be 

made by Ft.r~hasl::!r against Sel:-...ers, or by ~ellers a.gair.st ::?ur-

chaser, for breach of guaranties, representations, warranties or 

covenants herein after seven (7) years from the Closing Date; and 

provided, further, that the rights of Sellers and Purchaser, 

respectively, are limited as set forth in Section 3.02 and 12.03 

hueof. All parties to this Agreement expressly waive any defense 

~der any applicable statute of limitations with respect to the 

Period during. which actions or claims may be made pursuant to the 

Preceding sentence. 
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Sellers' Indemnity. Sellers severally, a~d on 

is similar to that described in Section 6.05 hereof, 

baser or NC or both and hold Purchaser or NC or 

s against any and all loss, damage or expense (includ

t limitation, attorneys' fees, including attorneys' 

resulting from· any misrepresentation made or 

or covenant s Agreement by 

well as from and against all debts, claims and lia-

NC which have arisen or which may arise because, or 

11 a tl!rsult of, any fact, event or transaction existing or occur

~9 on or before the Closing Date, regardless of when the cause 

of action therefor shall be deemed to arise, except for any such 

debt, claim or liability which may be included as a liability in 
- \ 

the Pro Forma Balance Sheet (to the extent of the amount thereof 

so included as indicated in Exhibit F hereto) and except for 

li~ilities arising out of NC's obligation to repurchase parts 

from Alyeska Pipeline Service Co. and except for liabilities 

arising out of risks ac~epted by Purchaser in Exhibit G; except 

for liabilities arising out of risks accepted by Purchaser in 

~hibit G, Sellers severally, and on a pro rata basis, agree to 

save and indemnify Purchaser or NC or both from and against any 

~d all costs, expenses (including, without limitation, attorneys' 

fees, including attorneys' fees for appeals) and damages arising 

cut of any claim, action, suit or proceeding (including, without 

limitation, any action, suit or proceeding disclosed in Exhibit I 

hereto for which liability has not been reserved against as 
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• 
in Exhibit F) concerning any such cebt, claim or lia-

,::whether such claim, action, suit or proceeding shall be 

to final judgment or ·shall be settled prior thereto; 

however, that the time during which Purchaser or NC or i'l'll>l"_. .. ,_, 

any claim against Sellers hereunder shall be limited 

specified in Section 12.01 hereof; and provided, 

~~~e:~, that the aggregate of all such claims must exceed the 

$50,000 before claims may be made. Without in any way 

tinq the foregoing indemnity, Sellers expressly recognize 

is applicable to assessments or re-assess-

United States Income Taxes, Federal Energy 

MJninistration assessments or other governmental taxes or like 

n-asser ·rnents for the years preceding the transactions herein 

@Visioned limited only by the time period set forth in Section 

12.01 hereof. 

12.03 Limitation of Liability. The maximum liability 

of each of the Sellers to Purchaser for breach of guaranties, 

representations, warranties or covenants of Sellers shall not at 

~y time exceed the balance remaining due to him on Purchaser's 

obligations set forth in Section 3.02 he~eofi provided, however, 

that if the obligations of Purchaser to Sellers set forth in 

Section 3.02 shall be accelerated by Sellers for any reason, then 

~e maximum liability of each of the Sellers shall be the same 

declining balance remaining due as if such acceleration shall not 

have occurred. 
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. 
Right of Set-off. As a non-exclusive first 

indemnity provided in Section 12.02, Purchaser may· 

any liquidated loss, damage or expense 

or NC or both by reason of any misrepre-

of warranty or guaranty given or cove-

Sellers against any obligations of Purchaser under 

Similarly, Purchaser may set-off any liquidated amount 

from Sellers by reason of the indemnity set 

12.02 hereof. Upon the exercise of the right to 

11t-o~f provided herein, Purchaser shall, within thirty (30) 

days, notify Agent and Pledge Holder under the Pledge Agreement 

of such action and of the amount of set-off applicable to each of 
- I 

~~ Sellers. The exercise of the right of set-off by Purchaser 

shall not be an event of default under the Pledge Agreement. So 

long as any liability of or claim against Purchaser or NC to 

which the right of set-off may apply shall not have been liqui

dated or paid, Purchaser may not exercise the right to set-off; 

provided, however, that if any unliquidated or not yet payable 

liability of or claim against Purchaser or NC tc which ~~e right 

of set-off may apply, or the aggregate of all such liabilities or 

claims, shall equal or exceed the amount remaining due to Sellers 

~der Section 3.02 hereof, Purchaser shall have the right to 

exercise the right to set-off, but all funds.subject to such set

Off shall be deposited by Purchaser in an escrow account pending 
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on and payment for such liability or claim. No exercise 

set-off by Purchaser shall preclude the Sellers' 

any and all rights and· remedies which are avail

to challenge such set-off. 

12.05 Notice. If Purchaser or NC or both, shal.l claim 

to have suffered any loss or damage by reason of a rnisrepresenta-

don roade or breach of warranty or guaranty given or covenant 

made by Sellers in this Agreement, Purchaser or NC or both shall, 

within sixty (60) days of discovery of such loss or damage, send 

~itten notice of such claim to Agent. Said notice shall state 

~reasonable detail the representation, warranty, guaranty or 

covenant with respect to which the claim is made, the facts 

giving rise to, and the basis alleged for, the claim, and the 

~ount of liability asserted by the Purchaser against Sellers by 

reason thereof. 

12.06 Right to Join in Defense. If any claim is made 

against Purchaser or NC or both which rnay.give rise to a liability 

of Sellers or any of them in an amount of more than $50,000 by 

reason of any one or more representations, warranties, guaranties 

or covenants of Sellers contained herein, Purchaser shall, within 

thirty (30) days thereof, cause notice to be delivered to Agent 

~d shall afford Sellers and their counsel, at the sole cost and 

~ense of Sellers, the opportunity to join with Purchaser in 

defending or compromising such claim. Purchaser shall, however, 

have the right to control any litigation in which Sellers or any 

SC-Ef~~.Q277 
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join subject to the rights of Agent and Sellers to require 

·.~consent for any compromise or settlement thereof. If such 

and opportunity are not given to Agent, or if such claim 
,. 
compromised or settled without the consent of Ag~nt or any of 

Sellers joining in defending or compromising such claim, no 

shall be imposed upon Sellers by reason of such claim. 

12.01 Amount of Damages. Purchaser agrees that the 

~unt of any damages suffered by Purchaser or NC or both by 

pason of any misrepresentation made or breach of any warranty 

u ~aranty given or covenant made in this Agreement by Sellers 

lhAll be the net amount of any such damage after making proper 

~vision or allowance to reflect any federal income tax deduc

tion or credit or other income tax benefit to be received by 
- I 

Purchaser or NC or both attributable to such misrepresentation or 

breach of warranty or guaranty and the damage resulting therefrom. 

12.08 Jurisdiction and Venue. If for any reason any 

actions shall be filed between Sellers or any of them and Pur

chaser or NC, each of the Sellers agrees to the jurisdiction of 

~e courts of the State of Washington and that venue may be 

properly laid in or transferred to King County, l'Tashington. Each 

of the Sellers authorizes Agent to receive service of process on 

his behalf. 

ARTICLE XIII. Additional Instruments 

Each party hereto shall. from time to time execute and 

deliver such further instruments and render such further assis-

SC-EPA000278 
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party or parties or its or their counsel may 

-···~-·-st in order to complete the transactions con-

ARTICLE XVI. Miscellaneous 

Successors. This Agreement and each of its 

bind and inure to the benefit of the parties 

their respective successors and assigns. ~lathing 

or implied is intended or shall be construed to 

tifflati:Y' person or entity other than the parties hereto and their 

n~ective successors or assigns any rights or remedies under or 

by reason of this. Agreement. 

14.02 Notices. All notices or instructions under this 

~reement shall be in writing and shall be delivered in person or 

1ent by registered mail, return receipt requested, to the party 

~ whom addressed, at the address set forth below (or to such 

other address as any party may from time to time advise the 

other): 

To Purchaser: 

To Sellers: 

Skinner Corporation 
Skinner Building 
Seattle, Washington 98101 

Attention: D. E. Skinner, 
President 

(Agent) 

Mr. Volney Richmond Jr. 
1620 43rd East 
Seattle, Washington 98112 
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AnY notice sent by registered mail in accordance with 

14.02 shall be deemed delivered as of three days 

date on which such notice was registered. 

14.03 Expenses • Each of the parties to this Agreement 
. ·.· \ii . 
. · .,,), its own exoenses in connection with the transactions 
.. sball.~. ear -

herein envisioned and Sellers shall pay the expenses of NC. 

14.04 Entire Agreement. This Agreement, 

each of the Exhibits incorporated herein by reference, and all 

other contemporaneously signed instruments specifically referred 

to herein constitute the entire agreement between the parties 

~d supersede the Letter of Intent. This Agreement may not be 

changed except by an instrument in writing. 

14.05 Counterparts. _,his A~reernent may be executed in 

one or more counterparts, each of which may be deemed to be an 

original instrument but all of which together shall constitute 

but one instrument and only one set of rights and obligations 

shall arise therefrom. 

14.06 Headings, Number and Gender. The headings of 

~e Articles and Sections of this Agreement have been inserted 

for convenience of reference only and shall in no way restrict or 

otherwise modify any of the terms or provisions hereof. In 

construing this agreement the singular of words shall be deemed 

to include the plural thereof, and all pronouns shall be dee~med 

to include the masculine, feminine and neuter genders. 

se-iiiAooo2ao 
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Governing Law. Th~s Agreement shall be governed 

in accordance with the laws of the State of 

Time of Essence.· Time shall be of essence to 

w~EREOF, the corporate parties hereto have 

cers to s on their behalf and 

affixed their signatures hereunto on 

day of December, 1976. 

Purchaser: 

SKINNER CORPORATION 

By · /s/ D. E. Skinner 
Its President 

- \ 

Sellers: 

/s/ Nell Agnes Cody 
Nell Agnes Cody 

Estat~ of Mary LaVilla Kehrli 

By/s/ Marion A. Mag~ess, Executrix 

Is/ John E. Larson 

John E. Larson 

/s/ Patricia McCann McAuliffe 

Patr~c~a HcCann HcA.ul~ffe 

SC-EPAt00281 
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1 . . 

/s/ Earl Parsons 

";:;Earl Parsons 

Is/ -Howard E. Richmond 

-Boward E. Richmond 

/s/ Howard E. Richmond Jr. 

"Howard E. Richmond, Jr. 

/s/ Polly Poe Richmond, Jr. Polly R. Wyman 

Polly Poe Richmond, Jr. 

~~/-Polly Poe Richmond 

Polly Poe Richmond 

/s/·Volney Richmond Jr. 

-volney Richmond Jr. 

_ (s/ Volney Richmond III 

::volriey Richmond III 

fs/ Truman Sage 

-'Truman Sage 

· trNIT AND COMPANY 

:By See attached page 

:Its 

/s/ Phyllis R. Yaw 

.~byll:J..S R. Yaw 

SC-EPA000282 
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rertlfy tlo.H unn .c.. r;o~lri\NY 

nn tloi .~ ~I o<: on:or 11 t 1. 5 

st~trd. lhr rorrnc t 
of til is nomlnf'P L 5 

rn~L l.I;Jnk of Orq;vn 

Earl rarso.~n~s~.--------------------------

Howard E. Richmond 

Howard E. R~chrnond, Jr. 

Polly Poe Rl.chrnond, ,Tr. 

Folly Poe R1.chffiond 

Volney R1.chmond Jr . 

. I 

Volney Rl.chmond III 

'l'ruroan S.u.ge 

UNIT AND COr'lPANY 

UNIT & CO. is th~ nomlne~ of thP Trust Group 
United States National Bank of Oregon, 

UNlTED STATES NATlQNAL BANK OF OREGON, 
ln 1.ts capacity as trnstee of thP tru~ts 
created by Gearge A. rreston and Knthleen 
A. Preston, both agr~ements dated January 
22, 19&8, and not ln its individual 
corporate capacity. Notwithstandin~ 
anything contained in the stock purcl1aSP 
ngrecment to the contrary, any obligations, 
liability, or clalms based on any guarantees, 
warrantie~, representations or covenants of 
the United States N'ltlonal !Jank of Oregon, 
the Sl.'ller, lncl•JdPd in the stock purch<lse 
agreement or pr~vlded for thereby, and the 
exhibits thereto, slulll in nol event exceed 
the osset:; of the trusts existing at the 
tlGie the trustee' receln•d notice of a 
claim by the purchaser •mdt'r the Agreement; 
however, dlstribution of .;my accelerated 
payments, ~ccelrr~ted on action of sellers, 

SOibJJ~~OtJJS35~1JjccL to the ;crms of the 
acconopanvi.nr.: ~el t9'f of;f.YA'l·.sJa.h.e:· Al'l1Jt:.r<.S._1N 
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